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Spain's Par Value and Stabilization Program 


The Government of Spain has undertaken a com- 
prehensive economic stabilization program that includes 
internal fiscal and credit measures, trade liberalization, 
membership in the Organization for European Eco- 
nomic Cooperation (OEEC), a reform of the foreign 
exchange system, and the establishment, in agreement 
with the International Monetary Fund, of an initial par 
value for the Spanish peseta. The par value has been 
set at 60 pesetas per U.S. dollar, or 0.0148112 gram 
of fine gold per peseta. 

To assist the Spanish Government in the fulfillment 
of its program, the Fund has agreed to a request for a 
drawing of the equivalent of US$50 million. Of this 
amount, $25 million will be drawn in U.S. dollars, 
$12.5 million in sterling, and $12.5 million in French 
francs. The Fund has also entered into a stand-by 
arrangement with the Spanish Government which 
authorizes additional drawings equivalent to $25 mil- 
lion within the next 12 months. 

To support the program, Spain has made parallel 
arrangements for substantial credits from the OEEC 
($100 million), the U.S. Government ($130 million), 
and commercial banks in the United States ($68 mil- 
lion). In addition, it has arranged for the consolidation 
of some of its bilateral debt to various European coun- 
tries to a total of $45 million. 

The establishment of a par value at 60 pesetas per 
U.S. dollar marks a unification of Spain’s foreign 
exchange structure, which hitherto embodied a multi- 
plicity of rates. The liberalization of trade will involve 
a relaxation of restrictions, with a reduction in the 
degree of discrimination in trade and payments. Quan- 
titative restrictions will be removed from imports of 
most raw materials and foodstuffs, and of certain semi- 


processed goods, capital equipment, and spare parts. 
When Spain becomes a member of the OEEC, bilateral 
payments arrangements with the member countries of 
the OEEC will be discontinued, and Spain will partici- 
pate in the European Monetary Agreement. To promote 
the country’s economic development, the Government 
is preparing legislation that will relax current restric- 
tions on participation of private foreign capital, includ- 
ing provisions for the remittance of profits and repatria- 
tion of the capital invested. A basic travel allowance 
for Spanish tourists will be introduced. 

The domestic part of the Spanish Government’s pro- 
gram is intended to eliminate inflationary pressures and 
to give greater flexibility to the economy. This will 
entail, among other things, measures to increase tax 
revenue, to curtail government expenditures, and to 
restrain the expansion of bank credit; effective use will 
be made of interest rate changes as an instrument of 
credit policy. In a move toward increased productivity 
and greater freedom in trade and payments, the Gov- 
ernment is abolishing price controls and administrative 
allocation procedures for those commodities whose im- 
port will no longer be subject to quantitative restrictions. 


The liberalization of foreign trade and payments is 
likely to give rise at first to a higher level of imports, 
largely in order to fill depleted inventories. The 
resources provided by the Fund and the other agencies 
will help Spain to meet these initial strains and give 
time for the stabilization program to exert its full effect. 


Sources: International Monetary Fund, Press Release, 
Washington, D.C., July 20, 1959; Official 
Communiqué of the Spanish Cabinet, Madrid, 
Spain, July 21, 1959. 


Economic Growth and Price Stability 


In the ECOSOC discussion of the World Economic 
Survey, 1958, recently produced by the UN Secretariat, 
Mr. Dag Hammarskjold, Secretary-General of the 
United Nations, said that developments in public policy 
in the industrial countries during the past three or four 
years raised serious questions as to what our central 
economic objectives really are. Slowly and impercep- 
tibly, the degree of priority attached to the goal of 
economic growth appears to have diminished, and other 
goals have become more prominent. Although produc- 


tion reached a new peak with the recovery at the end 
of 1958, it was still only 5 per cent higher than at the 
end of 1955. Despite the fact that the slack in the 
industrial economies resulting from the recent recession 
has not yet been taken up, governments are beginning 
to show concern about the current expansion, and in 
some cases have already taken steps to slow down the 
rate of growth. Mr. Hammarskjold asked the question 
whether there was not an inclination to resolve the 
conflict between stability and growth too exclusively in 
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favor of stability, to the detriment of the vigor and 
dynamism characteristic of the world economy during 
the first postwar decade. 

Mr. Hammarskjold did not suggest that the struggle 
against inflation should be abandoned, but asked if 
recent experience did not raise the question whether 
the battle is now being fought with the weapons appro- 
priate to it. Where price increases persist in the face 
of subnormal employment, he said, we must look 
beyond the level of aggregate demand for the infla- 
tionary factors. No one would feel that price stability 
had been well won if its cost turned out to be economic 
stagnation—albeit stagnation at a high level. 

In the debate that followed Mr. Hammarskjold’s 
speech, the representative of the United States stated 
that his. Government had no fear that by checking 
inflation it might check economic growth. On the con- 
trary, it was convinced that inflation can only jeopardize 
and not assist healthy economic expansion. Domestic 
price stability, he said, is not only compatible with 
growth but is a primary element in achieving it. The 
U.K. representative said that mildness was a feature of 
postwar recessions on which we could rely with reason- 
able confidence in the future. The “built-in” or auto- 
matic stabilizers have done their work well, and there 
is little reason to fear a runaway spiral of deflation in 


IBRD Loans in India 


Loan for Indian Railways 

The International Bank for Reconstruction and 
Development on July 15 made a loan equivalent to 
US$50 million to India for a program of modernization 
and expansion being carried out by the Indian Rail- 
ways. Seven private banks are participating in the loan, 
without the World Bank’s guarantee, for a total amount 
equivalent to $3,762,000, representing all of the first 
three maturities and parts of the fourth, fifth, and sixth 
maturities falling due between January 1963 and Janu- 
ary 1965. The participating banks are Lloyds Bank 
Ltd., London; The Chase Manhattan Bank; The Char- 
tered Bank, New York Agency; Bank of America; Irv- 
ing Trust Company; The Hanover Bank; and The Riggs 
National Bank of Washington, D.C. The participation 
by Lloyds Bank Ltd. is in sterling; that of all the others 
is in U.S. dollars. 

The IBRD loan is for a term of 20 years and bears 
interest of 6 per cent including the 1 per cent commis- 
sion that is allocated to the Bank’s Special Reserve. 
Amortization will begin January 15, 1963. 

The railway program is a central part of India’s Sec- 
ond Five Year Plan (which runs to March 31, 1961) and 
accounts for about one fourth of all public expenditures 


INTERNATIONAL FINANCIAL News Survey, July 24, 1959 


any future recession. The industrial countries have 
learned how to confine recessions, if they occur, within 
reasonably narrow limits. For a country that relies 
heavily upon international trade for its well-being, such 
as the United Kingdom, it is vital to have both economic 
expansion and price stability. There is a problem of 
reconciling expansion and price stability, but it is not 
necessary to choose between the two. In the United 
Kingdom there is no intention or wish or fear that the 
desire for price stability should restrict long-term 
economic growth. The French representative stated 
that postwar experience has shown that an active and 
flexible monetary policy, designed to avoid either an 
excess or an inadequacy of liquidity and to maintain 
stable prices and exchange rates, is in no way an 
obstacle to well-balanced growth, but in fact consti- 
tutes. the surest foundation for expansion, _The IMF 
observer stated that a substantial measure of stability 
in the general level of prices is essential to the orderly 
and efficient development of the full potentialities of 
an economy. In conditions of inflation, an unending 
flow of mistakes on the part of producers is inevitable, 
even though inflation may aid in keeping afloat those 
who have made the mistakes. Quite apart from the 
injustices to those with fixed or relatively fixed incomes, 
the outcome is sure to be a smaller contribution to the 
real well-being of the community. 


under the Plan. Execution of the program is progress- 
ing on schedule, and during 1958 the Railways, for the 
first time in many years, were able to handle all the 
freight offered. Total expenditure called for by the 
program is estimated at Rs 11,215 million (about 
US$2,355 million), of which Rs 3,850 million ($809 
million) is in foreign currencies. Foreign currencies 
needed during the remaining two years of the program 
are estimated at the equivalent of $276 million; part 
of this amount has already been covered by foreign 
exchange credits other than the new IBRD loan. 

The new loan brings to $225 million the amount the 
Bank has lent for the current railway program; in 1949, 
the Bank made a loan of $32 million for railway 
rehabilitation. The previous loans for the program, 
amounting to $175 million, helped to cover foreign 
exchange expenditures from January 1957 through 
March 1959. The new loan will be applied mainly to 
expenditures for imported equipment, materials, and 
services during the current year, ending March 31, 1960, 
of the Five Year Plan. 


Loan to Industrial Credit and Investment Corporation 


The International Bank for Reconstruction and 
Development on July 15 made a loan equivalent to 
US$10 million to the Industrial Credit and Investment 
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Corporation of India, Limited (ICICI), a privately 
owned corporation. The Bank of America is partici- 
pating in the loan, without the World Bank’s guaran- 
tee, to the extent of $200,000. 

The new loan, like an earlier Bank loan of $10 
million to the Corporation, will be used to meet the 
foreign exchange requirements of projects financed by 
the ICICI, which was established in January 1955 by 
private investors of India, the United Kingdom, and the 
United States to assist the growth of private industry in 
India. It makes long-term and medium-term loans, 
purchases shares, underwrites new issues of securities, 
and helps industry to obtain managerial and technical 
advice. 

Since the start of operations four years ago, the Cor- 
poration has approved investments and underwritings 
amounting to Rs 158 million ($33 million); of this 
total, loans in rupees and foreign currencies amounted 
to Rs 73 million and direct equity participations to 
Rs 17 million. The Corporation’s access to foreign 
exchange provided by the first World Bank loan has 
been of particular value to private industry during the 
past year when India’s foreign exchange resources have 
been strained. 


The Corporation’s underwriting activities have filled 
a gap in the field of investment banking in India. Its 
underwritings, by their promotional character, differ 
somewhat from the practice in countries with a more 
highly developed capital market. A substantial part of 
the capital issues of new enterprises is initially taken 
up by the underwriter and held until the enterprise has 
reached the productive stage and the market for its 
shares has been developed. The Corporation has thus 
far approved underwriting for securities amounting to 
Rs 68 million. Eighteen issues, totaling Rs 55 million, 
have actually been made, and of this amount the Cor- 
poration has taken up Rs 18 million. 


ICICI’s total resources, excluding the new loan, 
amount to Rs 173 million ($36.2 million), comprised 
of Rs 50 million of paid-up share capital (of which 
Rs 35 million is held by Indian investors and the 
remainder by U.K. and U.S. private interests), a long- 
term interest-free advance of Rs 75 million from the 
Indian Government, and a loan of $10 million (Rs 48 
million) from the World Bank. In addition to the new 
World Bank loan of $10 million, the Corporation is 
receiving from the Indian Government Rs 100 million 
from the proceeds of sales of U.S. agricultural com- 
modities in India. The ICICI’s total resources will thus 
be Rs 321 million ($67,250,000). 


In the past three years, the ICICI has made moder- 
ate but increasing profits. After modest allocations to 
reserve, it distributed on share capital a tax-free divi- 
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dend of 3% per cent in 1956 and of 4 per cent in 
each of the years 1957 and 1958. 

The World Bank loan is for a term of ten years. The 
interest rate has not been fixed in advance of the loan 
being signed; interest will be applied to each portion of 
the loan at the Bank’s current rate when such portion 
is committed for one of ICICI’s projects. Amortization 
of the loan will begin October 1, 1962. The loan is 
guaranteed by the Government of India. 

Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 
D.C., July 15, 1959. 


IFC Investment in Thailand 

The International Finance Corporation (IFC) 
announced on July 20 a commitment to invest 
US$300,000 in the Concrete Products & Aggregate Co., 
Ltd. (CPAC) in Thailand, for a program to expand 
and diversify its operations. 

CPAC started operations in 1952 by selling sand, 
concrete aggregates, and electric power. In 1956, it 
introduced the manufacture of prestressed concrete 
products in Thailand. CPAC’s expansion and diversi- 
fication program will increase the annual production 
capacity of prestressed concrete products in Thailand 
from about 7,000 tons to 15,000 tons a year. 

The total cost of the project is about $730,000. 
IFC’s investment will help finance new equipment and 
provide working capital. The investment will be in 
U.S. dollar notes maturing by 1969 and bearing interest 
payable in dollars at 6 per cent. In addition, IFC will 
receive the right to participate in profits. The IFC 
commitment is subject to completion of the necessary 
legal formalities. 

Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., July 20, 1959. 


Europe 
"Outer Free Trade Area” in Europe 


At a meeting in Stockholm, cabinet ministers of 
Austria, Denmark, Norway, Portugal, Sweden, Switzer- 
land, and the United Kingdom recommended establish- 
ment of a tariff-cutting “Outer Free Trade Area” (see 
this News Survey, Vol. XII, p. 17). The object would 
be to “strengthen the economies of its members while 
promoting expansion of economic activity, full employ- 
ment, a rise in the standard of living, and financial 
stability.” It also is intended to facilitate early nego- 
tiations with the European Economic Community and 
with the other members of the Organization for Euro- 
pean Economic Cooperation (OEEC), with the objec- 
tive of removing trade barriers and establishing a multi- 
lateral association of all members of the OEEC. Gov- 
ernments would thus be able to reinforce European 
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economic cooperation within the OEEC and to promote 
expansion of world trade. Under the plan, tariffs 
would be reduced by 20 per cent by July 1960 and 
rules for the abolition of quantitative restrictions on 
industrial products would be set forth. 


Source: The Journal of Commerce, New York, N.Y.., 
July 22, 1959. 


Settlement of British EPU Debts 


Arrangements have been completed for the settle- 
ment of the United Kingdom’s EPU debts, which at the 
time of the termination of the EPU amounted to £135 
million. This debt was converted into bilateral debts 
of £166 million owed to other member countries and 
claims against them of £31 million. Of the £166 million, 
£136 million was covered by bilateral agreements made 
in 1954, the most notable being that with the Federal 
Republic of Germany, to which the United Kingdom 
owed £95.7 million. The German debt, repayable over 
12% years, is offset against repayments by Germany 
of postwar economic aid. In 1957, Germany trans- 
ferred to London £75 million, from which five install- 
ments totaling £37.5 million have been paid. Agree- 
ments to cover the remaining £30 million mean roughly 
that the United Kingdom will clear its debts by semi- 
annual installments over 142 or 3 years. Interest will 
be paid at rates in line with the interest charged by the 
EPU, and repayments will usually be in the currency of 
the creditor. The largest British claim, £27.2 million, 
is against France, from which repayments are not to 
begin until 1962. Some other EPU debts are being 
settled by being offset against U.K. wartime or postwar 
debts. 


Source: The Manchester Guardian, Manchester, Eng- 
land, July 4, 1959. 


Bank of England Report 


The Bank of England Report for the year ended 
February 28, 1959 states that a cardinal aim of mone- 
tary policy throughout the year was to maintain the 
confidence in government securities which had been 
returning toward the close of the previous year. After 
referring to the sales of gilt-edged stocks by the banks, 
the Report comments that the tendency for gilt-edged 
yields to fall was resumed after the beginning of 1959, 
official policy continuing to be adjusted to this end. 
The Report recalls that in the five months to Febru- 
ary 18 the decrease in the investments of the banks 
amounted to £241 million. In addition, their holdings 
of treasury bills were reduced by £178 million. How- 
ever, the effect of these sales on Exchequer financing 
and on the gilt-edged market was mitigated by four 
factors. First, as the Report points out, there is a 
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seasonal surplus in this period; because of the small 
rise in reserves, almost all of this surplus could be used 
for the repayment of debt held outside the departments. 
Second, there was a “spectacular rise” in receipts from 
national savings. Third, net surrenders of Tax Reserve 
Certificates were unusually small, and the demand for 
treasury bills on overseas official account was substan- 
tial. Finally, notwithstanding the January maturity of 
2 per cent Conversion Stock 1958-59, a continuing fall 
in overseas official holdings of gilt-edged securities was 
more than offset by a rise in the holdings of the gen- 
eral public. Nevertheless, all of the decline in the gilt- 
edged portfolios of the banks was not absorbed by 
other investors, and official net purchases of stock 
(including redemptions) during this period were quite 
substantial. 


Source: The Times, London, England, July 8, 1959. 
Results of Nordic Common Labor Market 


The Nordic common labor market, which has been 
functioning since July 1, 1954, has enabled a citizen 
of Denmark, Finland, Norway, or Sweden to be em- 
ployed in any one of these countries without having to 
apply for a working permit. He may also apply to an 
employment bureau in one country and receive advice 
about conditions and chances of work in another. 

The number of Finnish, Norwegian, and Danish per- 
sons employed in Sweden has risen from 46,000 in 
1948 to 86,000 in 1957. This increase, however, is not 
a result of the labor market reform. In Sweden, Nordic 
labor has been able to find employment without a 
working permit ever since 1943, and the decision of 
1954 was only a formal confirmation of conditions 
already existing. 

No negative experiences in respect of the common 
labor market have been reported from the four coun- 
tries. However, for persons in public service, and for 
those of specialized academic training, the opportu- 
nities to serve in Nordic countries other than their own 
are still limited. The Nordic Council has now recom- 
mended that means be found to overcome these inequal- 
ities, so that a common basis may be established. In 
the above cases, it is principally the demand of citizen- 
ship in the employing country that has caused the 
greatest difficulties. This requirement has been waived 
in certain cases, however, and a further softening of 
existing rules is hoped for. 


Source: American-Swedish News Exchange, Inc., News 
from Sweden, New York, N.Y., July 8, 1959. 


Economic Situation in Sweden 

The slowing down in business activity that domi- 
nated Sweden’s economy during the last two years 
seems to have come to an end. Exports have developed 
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beyond expectations, industrial investments are still 
reflecting the optimistic note introduced last year, and 
housing construction remains high. Private consump- 
tion, stimulated by wage increases and, to some extent, 
by easier financing, is rising. The expansion of public 
expenditure shows no signs of abating. The increased 
demand from both home and abroad has begun to make 
itself felt in production and employment. The numbers 
out of work are no longer a source of major worry. 
Prices are still at the same level as a year ago. 


The value of exports during the first four months of 
this year amounted to SKr 3,420 million (US$660 mil- 
lion), or 9 per cent more than during the corresponding 
period of last year; imports were SKr 3,837 million 
($742 million), 8 per cent less than a year earlier. The 
decrease in imports was due primarily to reductions in 
such important commodities as textile raw materials, 
iron, steel, and coffee. The trade deficit fell from 
SKr 640 million ($123 million) in January-April 1958 
to SKr 417 million ($80 million) in the same period 
this year. 


The gold and foreign exchange reserves held by the 
Riksbank and the commercial banks at the end of 
April 1959 amounted to SKr 2,989 million ($576 
million), which was SKr 450 million ($87 million), or 
18 per cent, more than in April 1958. 


Industrial production rose month by month during 
the first quarter of this year, but declined in April to 
a level slightly lower than a year earlier. The volume 
of production for the first four months of this year 
was about the same as during the corresponding months 
of 1958. Iron ore production fell by some 13 per cent, 
whereas output of iron, steel, and nonferrous metals 
increased by 11 per cent. Production of timber during 
January-April was 9 per cent less than in the same 
months of 1958, pulp production fell by 2 per cent, 
but paper output rose by 10 per cent. Employment in 
the engineering industry dropped by 2 per cent, which 
indicates a practically unchanged volume of produc- 
tion. Preliminary figures for the textile and clothing 
industries indicate a slight reduction. Output of the 
foodstuffs industry fell by 2 per cent, and shoe produc- 
tion fell by 8 per cent. The industries in which labor 
requirements have increased most are building, iron 
and steel, and engineering. Employment has also 
improved in the clothing industry and in forestry. 


Source: Svenska Handelsbanken, Jndex, Stockholm, 
Sweden, No. 5, 1959. 


Finland's Foreign Exchange Regulations 
At the beginning of July, Finland’s regulations con- 


cerning convertible accounts of nonresidents were 
relaxed considerably. Balances in these accounts may 
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now be exchanged for any currency, and the accounts 
may be credited with payments for imports or with 
other payments in a foreign currency. However, these 
new regulations do not apply to bilateral accounts or 
to blocked accounts. 

The previous rules for prescription of currency have 
also been abolished. Payments for imports may now 
be made in any currency except when Finland has a 
bilateral agreement with the exporting country; and for- 
eign exchange for travel in countries that have estab- 
lished external convertibility may be bought in any 
currency. 

As a result of the increase in March this year in the 
foreign exchange allowance for travel purposes (see 
this News Survey, Vol. XI, p. 305), the rate for Finnish 
banknotes abroad rose considerably. It is the intention 
of the Finnish authorities gradually to intervene in the 
market for banknotes, so that the discount on Finnish 
banknotes abroad will disappear. 

At the beginning of May, the foreign exchange banks 
were authorized to make payments abroad for certain 
purposes without specific permission from the Bank of 
Finland (see this News Survey, Vol. XI, p. 368). 
Finnish shipowners were allowed to insure their ships 
abroad, and emigrants to countries outside Europe 
were allowed Fmk 100,000 per family member in addi- 
tion to the travel exchange allowance. In addition, at 
the end of May, foreigners were allowed to buy, against 
payment in convertible currency, Finnish bonds quoted 
on the stock exchange, and, when reselling these bonds, 
to transfer the markka proceeds into convertible cur- 
rencies. Recently, the Bank of Finland decided that 
amortization of markka bonds issued before Septem- 
ber 1, 1939 may be transferred abroad in the same 


way and under the same conditions as interest on these 
bonds. 


Commenting on the foreign exchange measures that 
had been taken, the Governor of the Bank of Finland 
stated that most of the restrictions which, until a few 
years ago, had placed Finland far behind the other 
European countries in regard to the free use of foreign 
exchange have now been removed. As to current pay- 
ments, he believes that it should be possible for Finland 
to decrease further the differences between the foreign 
exchange regulations of Finland and those of other 
countries. As to capital payments, however, his opin- 
ion is that, for a long time to come, Finland will have 
to maintain more restrictions than, for instance, the 
other Scandinavian countries. 


Source: Hufvudstadsbladet, Helsinki, Finland, July 11, 
1959. 





Far East 
Foreign Private Investment in India 


The net inflow of foreign private capital into the 
private sector in India amounted to Rs 168 million 
(US$35 million) in 1957, compared with Rs 247 mil- 
lion ($52 million) in 1956; the gross inflow was Rs 259 
million ($54 million) in 1957, against Rs 310 million 
($65 million) in 1956. An analysis of the gross inflow 
of foreign private capital in 1957 shows that the cash 
inflow amounted to Rs 49 million, the noncash inflow 
to Rs 114 million, and reinvested profits to Rs 96 mil- 
lion. (Retained earnings amounted to Rs 194 million 
in 1956.) Both the net inflow and the gross inflow of 
foreign private capital were, however, higher than the 
annual average for 1954-55. Capital repatriation was 
larger in 1957 than in 1956, owing to the compensation 
paid to life insurance companies and gold mining com- 
panies as a consequence of their nationalization. 

Borrowings of private companies in India from the 
International Bank for Reconstruction and Development 
(IBRD) increased from Rs 121 million ($25 million) 
in 1956-to Rs 320 million ($67 million) in 1957. 
Including these loans, the net inflow of nonbanking 
business investments in the private sector increased 
from Rs 368 million ($77 million) to Rs 488 million 
($102 million). 

A classification by industry of the net inflow of total 
nonbanking business investments in 1957 shows that 
manufacturing, other than petroleum, accounted for 
Rs 360 million ($76 million), but this included IBRD 
loans of Rs 299 million to the iron and steel industry; 
the inflow of petroleum capital for manufacturing and 
trading purposes amounted to Rs 175 million. 

During 1957, the United States replaced the United 
Kingdom as the principal source of foreign private capi- 
tal. There was also some inflow of private capital from 
West Germany and Japan. The net inflow from the 
United States was Rs 104 million in 1957, against 
Rs 71 million in 1956 and Rs 49 million in 1954-55 
(annual average); the net inflow from the United King- 
dom in 1957 was Rs 63 million, compared with Rs 157 
million in 1956 and Rs 96 million in 1954-55. How- 
ever, U.S. investments in India at the end of 1957, at 
Rs 572 million ($120 million), were only a fraction of 
the U.K. total of Rs 4,127 million ($867 million). 
Total foreign private investments in the private sector 
in India at the end of 1957 amounted to Rs 5,087 mil- 
lion ($1,068 million); direct investments accounted for 
87 per cent and portfolio investments for 13 per cent. 

The data available for 1958 indicate that there was 
possibly some net outflow of capital from the petroleum 
industry, but the position in regard to other industries 
appears to have been much better than in 1957. While 
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capital repatriation in these sectors was only about 
Rs 30 million in 1958, compared with Rs 90 million 
in 1957, reinvested profits increased by Rs 60-70 mil- 
lion, owing to the higher level of industrial profits and 
of earnings from tea exports. It is estimated that the 
net inflow of foreign private capital in 1958 was prob- 
ably not larger than Rs 100 million ($21 million). 
Since drawings on IBRD loans to private companies in 
India amounted to Rs 252 million ($53 million), the 
net inflow of nonbanking investments during 1958 was 
of the order of Rs 350 million ($74 million), against 
Rs 488 million ($102 million) in 1957. 


Source: Reserve Bank of India, Bulletin, Bombay, 
India, June 1959. 


Cambodia's Foreign Trade and Payments 

Cambodia's foreign trade deficit rose from $7 million 
in 1957 to approximately $22 million in 1958, as 
imports increased by 30 per cent, to $75 million, while 
exports increased by only 3 per cent, to $53 million. 
Foreign aid—mainly from the United States but also 
from France and Mainland China—financed about 50 
per cent of imports. For about $5.8 million of imports, 
payments were postponed under payments agreements, 
and $15 million consisted of imports sans devises (im- 
ports financed from private accounts held abroad that 
do not require allocation of foreign exchange). Pay- 
ments for invisibles amounted to $18.4 million, which 
was more than covered by proceeds from exports. 

The franc area remained Cambodia’s main supplier, 
followed by Japan, the United States, Hong Kong, West 
Germany, and Singapore. The franc area was also 
Cambodia’s main customer, followed by the United 
States, Singapore, and Hong Kong. Exports to the 
United States increased by 45 per cent as a result of 
larger rubber exports. Rice, rubber, and corn con- 
tinued to account for the largest part of Cambodia’s 
exports, representing 85 per cent of the total; secondary 
export products, such as livestock, soya, sesame, kapok, 
and pepper, declined in relative importance. 

Cambodia’s foreign exchange reserves increased in 
1958 by $17.4 million, to $113.6 million. 


Sources: Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., March 16, 
1959; Direction of International Trade (Joint 
Publication of UN, IMF, and IBRD), New 
York, N.Y., June 1959. 


Margin on Selling Rate of the Philippine Peso 

On July 3, the Philippine Congress passed a bill 
empowering the Monetary Board of the Central Bank 
to establish for all purposes not specifically exempt a 
uniform margin of not more than 40 per cent on the 
rate at which exchange is sold by the Central Bank and 
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by authorized agent banks. The bill, which became law 
upon signature by the President, is to remain in force 
until the end of 1964. 

The law directs the Monetary Board to fix the mar- 
gin at such rate as it may deem necessary to curtail 
effectively any excessive demand on the international 
reserves of the country. The rate for the first year 
has been set by the Board at 25 per cent, the new 
effective selling rate thus being approximately P 2.52 
per U.S. dollar, instead of P 2.015 as heretofore. The 
margin rate is not to be changed more often than once 
a year except on the recommendation of the National 
Economic Council and approval by the President. 


Exempt from the application of the margin are sales 
of exchange for the importation of certain essential 
producer and consumer goods. It has been estimated 
that in 1958 imports of these commodities comprised 
about 16 per cent of total Philippine imports. Also 
exempt are machinery and equipment imported by pub- 
lic utilities owned and operated by provinces, cities, or 
municipalities; repayments of Philippine Government 
loans; and payment of premiums by veterans on life 
insurance policies of the U.S. Government. The margin 
is not applicable retroactiveiy to liquidation of drafts 
under letters of credit, or to contractual obligations 
calling for payment of foreign exchange, issued, ap- 
proved, and outstanding as of the date the law took 
effect. 


Proceeds from the new margin are to accrue to the 
Central Bank of the Philippines and are to be governed 
by the provisions of Section 41 of the Central Bank Act. 
This section provides that, after the Central Bank’s 
net profits of each year have been used for certain 
mandatory purposes, the balance may be transferred 
to surplus, used to liquidate government obligations to 
the Central Bank, or paid into the General Fund of 
the Government. The power of determining the distri- 
bution of profits rests with the Monetary Board. 


The law requires that, in implementing its provisions, 
the monetary authorities shall take steps for the adop- 
tion of a four-year program of gradual decontrol; this 
is in addition to other monetary, credit, and fiscal 
measures to stabilize the economy. The law does not 
indicate the nature of such a program. However, in a 
recent speech, President Garcia outlined the following 
approach: in the first year, all essential consumer 
goods (according to the Central Bank classification) 
will be decontrolled; in the second year, about 20 per 
cent, and in the third year about 35 per cent, of essen- 
tial producer goods will be decontrolled; and in the 
last year, the remaining 45 per cent of essential produc- 
er goods and 25 per cent of semiessential producer 
goods will be decontrolled. 
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Sources: Philippine American Chamber of Commerce, 
Weekly Bulletin, Special Issue, July 8, 1959, 
Philippine Association, Philippine Newslet- 
ter, July 10, 1959, and The Journal of Com- 
merce, July 17, 1959, New York, N.Y.; De- 
partment of Commerce, Foreign Commerce 
Weekly, Washington, D.C., July 20, 1959. 


Latin America 
Advance Deposits for Imports in Colombia 


Advance deposits for imports in Colombia have been 
increased from 100 per cent to 130 per cent. The 
period during which these deposits will be held has also 
been extended from 60 days to 90 days after the mer- 
chandise has passed through customs. Import licenses 
for $33.4 million were issued in June and for $7.8 mil- 
lion in the first week of July. It is officially stated that 
reimbursable imports of $27 million monthly is as much 
as the country can afford. 

Source: The Journal of Commerce, New York, N.Y., 
July 15, 1959. 


Brazil's Balance of Payments in 1958 

Definitive statistics published by the Superintendency 
of Currency and Credit show that the deficit in Brazil’s 
balance of payments in 1958 was US$250 million. The 
principal causes of the deficit were the fall in the price 
of coffee and the appreciable increase in loan amorti- 
zations and other obligations. The deficit on services, 
which in 1957 had been $358 million, fell to $299 
million, the net cost of transportation services being 
reduced by $18 million. Profits and dividends, interest, 
and other returns on investment fell from $186 million 
to $176 million. 
Source: Brazilian Government Trade Bureau, Brazilian 

Bulletin, New York, N.Y., July 1, 1959. 


Argentine Stabilization Program 

The newly appointed Argentine Minister of Economy 
and Labor, Mr. Alsogaray, in a detailed explanation 
of the Government’s new stabilization program and the 
efforts being made to implement it, has stated that no 
massive wage increases will be authorized. Immediate 
increases could be negotiated, however, on the basis of 
increased productivity. Some exceptions will be neces- 
sary because of commitments arising from collective 
contracts previously concluded with certain trade unions. 
For example, members of the light and power union 
of the greater Buenos Aires area received a 30 per cent 
compensatory wage increase effective May 1, 1959, 
and as of October 1, 1959 an additional increase of 
20 per cent will be given to them on account of 
increased productivity. Their labor contract calls for 
an adjustment in wages corresponding to an increase 
in the cost of living. Accordingly, the union has 
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demanded a wage increase of 64.9 per cent, to be raised 
to 100 per cent in October. The light and power 
trade union of the provinces is also demanding an 
adjustment based on the clause in their contract which 
links wages to the cost of living index, but the Govern- 
ment has refused on the ground that an increase in 
wages can be made only with an increase in the rates 
charged to consumers. 

The Minister further stated that by October he 
expects an end to the steady increase of prices. There 
is no way to attain quick and spectacular results in 
fighting price increases. They can be achieved only 
slowly, with a more abundant supply of goods, the 
elimination of speculation, a more adequate tax system, 
and the cooperation of business in reducing the margin 
of profits. The fixed price of sugar, for example, was 
increased sharply in order to stimulate production and 
gradually move toward a freer price system. 

The Minister stated that one of the main sources of 
price inflation has been the large government deficit. 
This has been financed by forced loans from the pen- 
sion funds and by new currency issues. General over- 
staffing and the maintenance of unnecessary bureau- 
cratic offices have been the main causes of the problem. 
The elimination of superfluous expenditures and the 
postponement whenever possible of even necessary 
expenditures is the key to the restoration of the Argen- 
tine economy. The Government has taken steps to 
dismiss 5,860 public servants. The winding up of the 
trade institute (IAPA) will result in the dismissal of 
800 employees; the reduction in personnel of the 
National Grain Board will amount to 3,000, and of the 
Department of Agriculture and Agrarian Council, to 
2,060. It is proposed that the Export and Import Con- 
trol Board and the Price Control and Supply Bureau 
be terminated, and that a government-owned meat 
packing plant be sold to a private concern. These 
measures would result in a reduction of about 4,000 in 
government personnel. Plans are in an advanced stage 
for the further dismissal of 20,000 public servants and 
workers by eliminating or reducing the size of various 
government offices. In addition to these economy meas- 
ures, the Government has sold various state properties 
and equipment in order to restrain expenditures and 
increase revenues. 

Sources: La Nacién, Buenos Aires, Argentina, July 13 
and 16, 1959. 


Other Countries 


Ghana's Budget 

Ghana’s Minister of Finance, introducing the budget 
on July 2, announced a number of concessions designed 
to attract foreign investors. Instead of having a tax 
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holiday for a fixed number of years, as at present, pio- 
neers will be given tax concessions until their initial 
investment has been recovered from profits. In addi- 
tion, increases were proposed in the duties on beer and 
wines, motor tires and tubes, and jewelry and in the 
charges for electricity and postal rates. 

The Minister said that Ghana’s trade balance shows 
a surplus of £11 million, as a result of the better price 
received for cocoa (although the crop was smaller) and 
the reduction in imports, especially textiles and food. 
Source: The Times, London, England, July 4, 1959. 


Ghana's Currency 

The Bank of Ghana has reported the total amount of 
Ghana currency notes in circulation on April 30 as 
£G 19,414,601, and the total amount of coin as 
£G 3,329,266. The Bank has withdrawn from circu- 
lation £G 18 million of the old West African Board 
currency, of which it is estimated that £G 4.5 million 
is still outstanding. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, June 1959. 


Development in Rhodesia and Nyasaland 

The Minister of Finance of the Federation of Rho- 
desia and Nyasaland has announced the establishment 
of a Federal Industrial Development Corporation 
which will open for business in January 1960. The 
Corporation will provide capital and managerial and 
technical advice to help build up new industries and 
expand existing industries. The Government will have 
no direct financial interest in the Corporation, which 
will be a public company with a capital of £1 million 
and powers to borrow up to £3 million. The Bank of 
Rhodesia and Nyasaland and the Commonwealth De- 
velopment Finance Company have agreed to subscribe 
to the capital. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, June 1959. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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